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GENERAL INFORMATION:

The Community Reinvestment Act (CRA) requires each federa financid supervisory agency to useits
authority when examining financid inditutions subject to its supervison to assess the indtitution’s record
of meeting the credit needs of its entire community, including low- and moderate-income
neighborhoods, consstent with safe and sound operation of the ingtitution. Upon conclusion of such
examination, the agency must prepare awritten evauation of the ingtitution’s record of meeting the
credit needs of its community.

This document is an evauation of the Community Reinvestment Act (CRA) performance for The
Nationa Bank of Waupun, prepared by the Office of the Comptroller of the Currency, the inditution’'s
supervisory agency, as of September 23, 2002. The agency rates the CRA performance of an
ingtitution consstent with the provisons set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisingtitution israted Satisfactory.
The bank originates amgority of loansinsde its assessment area.

Theloan-to-deposit ratio is reasonable given the bank’ s Sze, financid condition, and assessment
area credit needs.

Lending activities represent sirong penetration among individuas of different income levels.
Lending activities represent adequate penetration among businesses and farms of different Szes.
DESCRIPTION OF INSTITUTION:

The Nationa Bank of Waupun (NBW) is an $81.6 million bank with the main office located in
downtown Waupun, Wisconsin, amiddle-income block numbering area (BNA). The bank operates a
full-service branch located in Brandon, Wisconsin, gpproximately three miles north of Waupun. The
bank maintains five ATMs: four in Waupun and one a the Brandon branch. The Brandon branch office
opened in 1999. No bank branches have closed since the previous evaduation. The bank iswholly
owned by National Bankshares of Waupun, a one-bank holding company located in Waupun,
Wiscongn.

The bank offers traditional community bank services with gross loans representing 72% of total assets

asof June 30, 2002. The bank is primarily aresdentid red estate and small busnesslender. Interms
of dollars, resdentid real estate |oans represent 43% of NBW' stotd |oan portfolio, commercia loans
24%, agricultura loans 19%, and consumer loans 14%.

The bank offers Farm Services Agency (FSA), Smal Business Association (SBA) and Wisconsin
Housing and Economic Development Authority (WHEDA) loans. As of September 2002 the bank had
atotal of $200 thousand in FSA guaranteed loans, $298 thousand in WHEDA loans, and no



commercid loans guaranteed in whole or in part by the SBA. The bank isaso involved in the City of
Waupun's Housing Program that offers grants used for down payments on home purchases or as funds
for homeimprovements. Currently the bark has two home loans totaing $142 thousand where down
payment funds were derived from this program.

There are no financid or legd impediments that hinder the bank’s ability to help meet the credit needs of
its assessment area. The previous CRA eva uation dated December 17, 1997, resulted in a satisfactory

rating.

DESCRIPTION OF THE ASSESSMENT AREA:

NBW’ s assessment areaincludes a portion of northwestern Dodge County, Wisconsin, and the
southwestern corner of Fond du Lac County, Wisconsin, The assessment arealis comprised of five
middle-income BNAsS. No part of the assessment area extends beyond the boundaries of the two
counties. The assessment area consists only of whole block numbering areas. The assessment area
mests the regulatory criteriaand does not arbitrarily exclude low- or moderate-income geographies.

According to 1990 census data, the population in the bank's assessment areais 21,141. Totd families
in the assessment area equd 5,570. The updated Housing and Urban Development, (HUD) median
family incomes for non-metropolitan areas in Wisconsin is $50,800 in 2002 and $48,400 in 2001.
Income levels for the families in the assessment area are as follows: 619 (11%) low-income families,
944 (17%) moderate-income families, 1,612 (29%) middle-income families, and 2,395 (43%) upper-
income families. A totd of 296 families have incomes below the poverty level. This represents 5% of
the total number of familiesin the assessment area. The median housing vaue within the assessment
areain Wisconsin is $54,438, with 75.42% of the housing units being owner-occupied.

Theloca economy isstable. The economy experienced some weakening after September 11, 2001,
but there was no sgnificant deterioration. Manufacturing companies make up the mgor employersin
the area. The unemployment rate for July 2002 for Wisconsin is 4.7%, with Dodge and Fond du Lac
County's rates being 4.7% and 4.3%, respectively. These figures are not seasondly adjusted.

Compstition in the areaiis generaly srong. Branches of two large multi state banks, branches of other
national and state banks, as wdl as savings and loans, credit unions, insurance and brokerage
companies are located in and around the bank’ s assessment area

In conducting this assessment of the bank’ s performance, we contacted the Office of Economic
Development for the City of Waupun. The contact stated thet local financid indtitutions are very
supportive in meeting the credit needs of the community. The contact expressed a very favorable
opinion of NBW’ sinvolvement in meeting credit needs in the community.

CONCLUSIONS ABOUT PERFORMANCE CRITERIA:



L oan-to-Deposit Ratio

NBW’s quarterly average loan-to-deposit ratio of 84% is reasonable consdering the Sze of the bank,
its competitors, and the assessment area's credit needs. We reviewed eight smilarly situated banks with
average asats under $250 million in Fond du Lac and Dodge Counties. Of these eight smilarly sized
banks, NBW has the fourth highest loanto-deposit ratio. The loan-to-deposit ratios of these
competitor banks range from 65% to 102%.

Lending in Assessment Area

The bank’ s lending in its assessment areais reasonable. NBW originates amgority of itsloansindde
its assessment area. This conclusion is based on an andysis of the origina dollar amount and number of
al commercid, agriculturd, resdentia red estate and consumer loans originated or refinanced by the
bank between June 2000 and September 2002. A comparison of zip code and BNA boundaries
indicated they are smilar; therefore, the location of borrowers with loans in the selected time period was
determined using their zip code as a proxy for the BNA address. A system report sorted by zip code
and loan type was generated to complete the andyss. The following table illusrates the level of lending
ingde the bank’ s assessment arear

Penetration of Lending Inside the Bank’s Assessment Area
June 2000 — September 2002 L oan Originations

% of Total Number of LoansInside | % of Total Dollar Amount of L oans
the Assessment Area Insidethe Assessment Area

Commercia Loans 84% 71%

Agricultural Loans 82% 81%

Consumer Loans 0% 66%

78%

Residential Real Estate Mortgages [E
Total 76% 75%

Lending to Borrowers of Different Incomes and to Businesses of Different Sizes

The bank does a satisfactory job of lending to borrowers of different income levels and to businesses of
different Szes. The bank’s primary loan products were used in our sample and are depicted in the
following tables. A sample of 20 commercid loan customers located in the bank’ s assessment area
indicated the following annud revenues:



Lending Distribution Based on Revenue Size of Businesses
June 2000 — September 2002

Revenue Size of Bank Lending Per centage of Businessesin
Businesses Sampled Distribution by Per cent Each Revenue Category
(000’ s) Number of L oans (censusinfor mation)
<$100 6 30%

$100 - $500 11 55% 93%

$500 - $1,000 1 %
> $1,000 2 10% 7%
Totals: 20 100% 100%

The table above shows 90% of the businesses sampled have revenues less than $1 million. Thisis
reasonable when compared to the demographics of the assessment area, where 93% of businesses have
revenues less than $1 million.

L ending Distribution Based on Revenue Size of Farms

June 2000 — September 2002
Revenue Size of Bank Lending Per centage of Businessesin
Businesses Sampled Distribution by Per cent Each Revenue Category
(000’s) Number of Loans (censusinformation)

I <s100 7 35%
$100 - $500 13 65% 9%6%

$500 - $1,000 0 0%
> $1,000 0 0% 4%
Totals: 20 100% 100%

The table above shows 100% of the 20 farm loan customers sampled have revenues less than $1
million. Thisis reasonable when compared to the demographics of the assessment area, where 96% of
farms have revenues less than $1 million.

The following table is based on an anadysis of 30 refinanced residentid rea estate mortgage loans
containing income information for the borrower. These customers are located within the bank’s
assessment area and were randomly selected from al refinanced resdentid red estate mortgages
originated since June 2000.



L ending Distribution Based on Income L eve of
Refinanced Residential Real Estate Borrowers
June 2000 — September 2002 L oan Originations

Borrower Income Bank Lending Bank Lending Per centage of Familiesin
Leve Distribution by Distribution by Dollar each Income Category
Number of Loans Value of Loans (Censusinformation)

Low 17% 12% 11%

Moderate 37% 36% 17%

Middle 30% 30% 2%

Totals 100% 100% 100%

Asindicated by the above table, 54% of the number and 48% of the dollar value of |oans were made to
low- and moderate-income borrowers, who make up 28% of the assessment ared's population. This
represents a strong distribution of lending to borrowers of different income levels. The lower volume of
loans to low-income borrowers is good considering dmost one-haf of the low-income borrowersin the
assessment area are below the poverty leve (48%). Also, the dollar vaue of loansis dightly lower in
the low-income category due to customers in these categories qualifying for smdler loan amounts.

Geographic Digribution of Loans

NBW'’ s assessment areais made up of middle-income BNAs. An assessment of geographic
digribution will not provide meaningful informetion.

Responsesto Complaints

No complaints have been received by the bank or OCC relating to the bank's CRA performance since
the previous evauation.

Fair Lending Review

An anayss of 2001 public comments and consumer complaint information was performed according to
the OCC's risk based fair lending approach. Based on andysis of thisinformation (or absence of
information), the OCC decided that a comprehensive fair lending examination would not need to be
conducted in connection with the CRA evduation thisyear. The latest comprehensive fair lending exam
was performed in conjunction with the previous CRA evauation in 1997.



